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This paper studied the relationship and information content between implied 
volatility smirk and risk-neutral skewness, taking Taiwan as a representative of 
emerging market. This paper first segmented implied volatility smirk into three parts, 
namely at the money point, left at the money and right at the money. We compared 
the two methods of contracting proxy to implied volatility smirk. When studying the 
relationship between implied volatility smirk and risk-neutral smirk, we added risk-
neutral kurtosis. We examined the information content of implied volatility smirk and 
risk-neutral skewness from the contents, predict power to next period return and 
relation between this period return.  
We found that volatility smile was obviously downward sloping in all three parts. 
And the proxy comprehensively used calls and puts could reflect characteristics of 
volatility smile better. There was obviously negative relationship between implied 
volatility smirk and risk-neutral skewness. And implied volatility smirk did contain 
information of other risk-neutral higher moments. The regress coefficient between 
implied volatility smirk and risk-neutral kurtosis was always negative. The implied 
volatility smirk was steeper when risk-neutral kurtosis was bigger. Neither implied 
volatility smirk nor risk-neutral skewness could predict the next period return, The 
implied volatility smirk was steeper when return behaved bad. This implied there may 
be some information about investor sentiment. We believe at least in Taiwan market 
implied volatility smirk and risk-neutral skewness were not rational predictor of 
future distribution. 
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S E  
其中，S表示风险中性偏度，  E 表示风险中性测度下的期望值，R是资产的
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